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SUBSTI TUTE HOUSE BI LL 3080

St ate of WAshi ngt on 58th Legislature 2004 Regul ar Sessi on

By House Committee on Appropriations (originally sponsored by
Representatives Linville and Rockefeller)

READ FI RST TI ME 02/ 10/ 04.

AN ACT Relating to focusing the state budgeti ng process on outcomnes
and priorities; anending RCW 43.88.090 and 43.88.030; adding a new
section to chapter 43.88 RCW and creating a new section.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 43.88 RCW
to read as foll ows:

The legislature finds that the incorporation of agency m ssions,
goal s, and objectives into the state budgeting process has not produced
a sufficient focus on outcones, as opposed to nere outputs. It is the
intent of the legislature to refocus the state budgeting process on how
state agencies are producing real results that reflect the goals of
statutory prograns. Specifically, budget managers and the |egislature
must have the data to determne that agencies are using taxpayer
funding to nove toward objectives that produce the intended public
benefit. This data nmust be supplied in an inpartial, quantifiable
form yet it nust be nore than nere statistics that do not denonstrate
progress toward intended goals. Wth a renewed focus on achieving true
results, state agencies, the office of financial nmanagenent, and the
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legislature will be able to prioritize state resources anong their nost
ef fective uses.

Sec. 2. RCW43.88.090 and 1997 ¢ 372 s 1 are each anended to read
as follows:

(1) For purposes of devel opi ng budget proposals to the |egislature,
t he governor shall have the power, and it shall be the governor's duty,
to require from proper agency officials such detailed estimtes and
other information in such formand at such tinmes as the governor shal

direct. It is the governor's responsibility to conmunicate priority
governnent functions to agencies for use in developing budget
recommendations for their agency. In developing these priority
functions, the governor shall wutilize a process that provides for
public involvenent and input. The estimates for the |egislature and
the judiciary shall be transmtted to the governor and shall be
included in the budget w thout revision. The estimates for state

pensi on contributions shall be based on the rates provided in chapter
41.45 RCW Copies of all such estimates shall be transmtted to the
standing commttees on ways and neans of the house and senate at the
sane tinme as they are filed wth the governor and the office of
financi al managenent.

The estimates shall include statenents or tables which indicate, by
agency, the state funds which are required for the recei pt of federal
mat chi ng revenues. The estimates shall be revised as necessary to
reflect |legislative enactnents and adopted appropriations and shall be
included with the initial biennial allotnent submtted under RCW
43.88.110. The estinmates nust reflect that the agency consi dered any
alternatives to reduce costs or inprove service delivery identified in
the findings of a performance audit of the agency by the joint

| egislative audit and review conmttee. Nothing in this subsection
requires performance audit findings to be published as part of the
budget .

(2) Each state agency shall define its mssion and establish
nmeasur abl e goals for achieving desirable results for those who receive
its services and the taxpayers who pay for those services. Each agency
shal|l al so develop clear strategies and tinelines to achieve its goals.
This section does not require an agency to develop a new m ssion or
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goals in place of identifiable m ssions or goals that neet the intent
of this section. The mssion and goals of each agency nust conformto
statutory direction and limtations.

(3) For the purpose of assessing program perfornmance, each state
agency shall establish program quality, and productivity objectives
for each mmjor program in its budget. The objectives nust be
consistent with the m ssions and goals devel oped under this section
The objectives nmust be expressed to the extent practicable in outcone-
based, objective, and neasurable form unless an exception to adopt a
different standard is granted by the office of financial managenent and
approved by the legislative commttee on performance review. In
particular, objectives nust specifically address the substantive
pur pose of the program and shall focus on data that neasure whether the
agency is achieving or making progress toward the purpose of the
program Objectives that nerely list output or simlar statistics are
presunptively insufficient. The office of financial nmanagenent shal
provi de necessary professional and technical assistance to assist state
agencies in the devel opnent of strategic plans that include the m ssion
of the agency and its prograns, neasurable goals, strategies, and
perf ormance measurenment systens.

(4) Each state agency shall adopt procedures for and perform
continuous self-assessnment of each program and activity, wusing the
m ssi on, goals, objectives, and neasurenents required under subsections
(2) and (3) of this section. Agencies' progress toward the m ssion
goal s, objectives, and neasurenents required by subsections (2) and (3)
of this section is subject to review as set forth in this subsection.

(a) For agencies headed by gubernatorial appointees, the office of
financial managenent shall quarterly conduct reviews of selected
prograns to analyze whether the objectives and neasurenents submtted
by agencies denonstrate progress toward the agencies' mssion and
goals.

(b) For agencies headed by commissions or separately elected
officials, the comm ssion or official shall conduct quarterly reviews
of selected prograns to analyze whether the objectives and neasurenents
subm tted by agencies denonstrate progress toward the agencies' m Sssion
and goals.

(c) The office of financial nanagenent, in consultation with the
hi gher education coordinating board, shall conduct annual reviews of
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conprehensive and research higher education institutions to analyze
whether the objectives and neasurenents submitted by institutions
denonstrate progress toward the institutions' mssion and goals.

(d) The office of financial nanagenent, in consultation with the
state board for community and technical colleges, shall conduct annual
reviews of randomly selected community and technical colleges to
anal yze whet her the objectives and neasurenents submitted by colleges
denonstrate progress toward the colleges’ mssion and goals.

(e) The goal is for all prograns to receive at |east one review
annual | y.

(5) It is the policy of the legislature that each agency's budget
((proposals)) recommendations nust be directly linked to the agency's
stated mssion and program quality, and productivity goals and
objectives. Consistent with this policy, agency budget proposals nust
include integration of performance neasures that allow objective
determ nation of a programl s success in achieving its goals. Were a
review under subsection (4) of this section or other analysis
determ nes that the agency's objectives denonstrate that the agency is
nmeki ng insufficient progress toward the goals of any particular program
or is otherw se underachieving or inefficient, the agency's budget
request shall contain proposals to renedy or inprove the program The
of fice of financial nanagenent shall develop a plan to nerge the budget
devel opnment process with agency performance assessnent procedures. The
pl an nmust include a schedule to integrate agency strategic plans and
performance neasures into agency budget requests and the governor's
budget proposal over three fiscal biennia. The plan nust identify
t hose agencies that wll inplement the revised budget process in the
1997- 1999 bi ennium the 1999-2001 biennium and the 2001-2003 bi enni um
In consultation with the legislative fiscal conmttees, the office of
fi nanci al managenent shal | recommend statutory and procedural
nmodi fications to the state's budget, accounting, and reporting systens
to facilitate the perfornmance assessnent procedures and the nerger of
those procedures wth the state budget process. The plan and
recommended statutory and procedural nodifications nust be submtted to
the legislative fiscal commttees by Septenber 30, 1996.

(6) In review ng agency budget requests in order to prepare the
governor's budget request, the office of financial nmanagenent shal
consider the extent to which the agency's prograns denonstrate progress
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toward the priorities and functions identified by the governor and the
| egislature, along with any specific review conducted under subsection
(4) of this section. If the agency's objectives denonstrate that the
agency is nmaking insufficient progress toward the priority functions or
i S underachieving or inefficient in producing neasurable results, the
office of financial managenent, in consultation wth the agency, shal
propose renedi es or inprovenents.

(7) I'n the year of the gubernatorial election, the governor shal
invite the governor-elect or the governor-elect's designee to attend
all hearings provided in RCW43.88.100; and the governor shall furnish
the governor-elect or the governor-elect's designee wth such
information as will enable the governor-elect or the governor-elect's
designee to gain an understanding of the state's budget requirenents.
The governor-elect or the governor-elect's designee may ask such
questions during the hearings and require such information as the
governor-el ect or the governor-elect's designee deens necessary and may
make recommendations in connection with any item of the budget which,
with the governor-elect's reasons therefor, shall be presented to the
| egislature in witing wwth the budget docunent. Copies of all such
estimates and other required information shall also be submitted to the
standing comm ttees on ways and neans of the house and senate.

Sec. 3. RCW 43.88.030 and 2002 c 371 s 911 are each anended to
read as foll ows:

(1) The director of financial managenent shall provide all agencies
with a conplete set of instructions for submtting biennial budget
requests to the director at |east three nonths before agency budget
docunents are due into the office of financial nmanagenent. The
director shall provide agencies and conmttees that are required under
RCW 44. 40. 070 to devel op conprehensi ve six-year program and fi nanci al
plans with a conplete set of instructions for submtting these program
and financial plans at the sane time that instructions for submtting
ot her budget requests are provided. The budget docunent or docunents
shall consist of the governor's budget nessage which shall be
expl anatory of the budget and shall contain an outline of the proposed
financial policies of the state for the ensuing fiscal period, as well
as an outline of the proposed six-year financial policies where
applicable, and shall describe in connection therewith the inportant
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features of the budget. The budget docunent or docunents shall also
describe, in detail, the accountability neasures to denonstrate
neasur abl e i nprovenent towards priority policy functions. The nessage
shall set forth the reasons for salient changes from the previous
fiscal period in expenditure and revenue itens and shall explain any

maj or changes in financial policy. Attached to the budget nessage
shall be such supporting schedules, exhibits and other explanatory
material, including performance data, in respect to both current

operations and capital inprovenents as the governor shall deem to be
useful to the legislature. The budget docunent or docunents shall set
forth a proposal for expenditures and perfornance goals in the ensuing
fiscal period, or six-year period where applicable, based upon the
estimated revenues and caseloads as approved by the economc and
revenue forecast council and caseload forecast council or upon the
estimated revenues and casel oads of the office of financial nanagenent
for those funds, accounts, sources, and prograns for which the forecast
councils do not prepare an official forecast, including those revenues
anticipated to support the six-year progranms and financial plans under
RCW 44. 40.070. In estimating revenues to support financial plans under
RCW 44.40.070, the office of financial managenent shall rely on
information and advice from the transportation revenue forecast

council. Revenues shall be estimated for such fiscal period fromthe
source and at the rates existing by law at the tinme of subm ssion of
t he budget docunent, including the supplenental budgets submtted in

t he even-nunbered years of a biennium However, the estinmted revenues
and casel oads for use in the governor's budget docunent may be adj usted
to reflect budgetary revenue transfers and revenue and casel oad
estimates dependent upon budgetary assunptions of enrollnents,
wor kl oads, and caseloads. Al adjustnents to the approved estinmated
revenues and casel oads nust be set forth in the budget docunment. The
governor may additionally submt, as an appendi x to each suppl enental
bi ennial, or six-year agency budget or to the budget docunent or
docunents, a proposal for expenditures in the ensuing fiscal period
from revenue sources derived from proposed changes in existing
st at ut es.

Suppl enmental and biennial docunents shall reflect a six-year
expenditure plan consistent with estimated revenues from existing
sources and at existing rates for those agencies required to submt
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si x-year program and financial plans under RCW 44.40.070. Any
addi tional revenue resulting from proposed changes to existing statutes
shall be separately identified within the docunent as well as rel ated
expenditures for the six-year period.

The budget docunent or docunents shall al so contain:

(a) Revenues classified by fund and source for the imedi ately past
fiscal period, those received or anticipated for the current fiscal
period, those anticipated for +the ensuing biennium and those
anticipated for the ensuing six-year period to support the six-year
prograns and financial plans required under RCW 44. 40. 070;

(b) The undesi gnated fund bal ance or deficit, by fund;

(c) Such additional information dealing wth expenditures,
revenues, workl oad, performance, and personnel as the |egislature may
direct by law or concurrent resol ution;

(d) Such additional information dealing wth revenues and
expenditures as the governor shall deem pertinent and useful to the
| egi sl ature;

(e) Tabul ations showi ng expenditures classified by fund, function,
activity, and agency. However, docunments submtted for the 2003-05
bi enni al budget request need not show expenditures by activity;

(f) A delineation of each agency's ((aetiwvt+es)) program

performance, including those activities funded from nonbudgeted,
nonappropri ated sources, including funds maintained outside the state
treasury;

(g) ldentification of all proposed direct expenditures to inplenent
the Puget Sound water quality plan under chapter 90.71 RCW shown by
agency and in total; and

(h) Tabulations showing each postretirenent adj ust nent by
retirenment system established after fiscal year 1991, to include, but
not be limted to, estimated total paynents nmade to the end of the
previ ous biennial period, estimated paynents for the present biennium
and estimted paynents for the ensui ng biennium

(2) The budget docunent or docunents shall include detailed
estimates of all anticipated revenues applicable to proposed operating
or capital expenditures and shall also include all proposed operating
or capital expenditures. The total of beginning undesignated fund
bal ance and estinmated revenues | ess working capital and other reserves
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shall equal or exceed the total of proposed applicable expenditures.
The budget docunment or docunents shall further include:

(a) Interest, anortization and redenption charges on the state
debt ;

(b) Paynents of all reliefs, judgnments, and cl ai ns;

(c) O her statutory expenditures;

(d) Expenditures incident to the operation for each agency;

(e) Revenues derived from agency operations;

(f) Expenditures and revenues shall be given in conparative form
showi ng those incurred or received for the imrediately past fisca
period and those anticipated for the current biennium and next ensuing
bi ennium as well as those required to support the six-year prograns
and financial plans required under RCW 44. 40. 070;

(g) A showi ng and expl anati on of anmpbunts of general fund and ot her
funds obligations for debt service and any transfers of noneys that
ot herwi se woul d have been avail abl e for appropriation;

(h) Common school expenditures on a fiscal-year basis;

(i) A showi ng, by agency, of the value and purpose of financing
contracts for the |ease/purchase or acquisition of personal or real
property for the current and ensuing fiscal periods; and

(j) A show ng and explanation of anticipated anmounts of genera
fund and other funds required to anortize the unfunded actuari al
accrued liability of the retirement system specified under chapter
41.45 RCW and the contributions to neet such anortization, stated in
total dollars and as a | evel percentage of total conpensation.

(3) The governor's operating budget docunent or docunents shal
reflect agency goals, objectives, and outcones as required by RCW
43. 88. 090.

(4) The governor's operating budget docunment or docunents shal
contain proposals to renedy or inprove prograns that are determned to
be underachieving or inefficient as determned by the analysis of
agency goals, objectives, and outcones required by RCVN43. 88. 090.

(5 A separate capital budget docunent or schedule shall be
submtted that will contain the follow ng:

(a) A statement setting forth a long-range facilities plan for the
state that identifies and includes the highest priority needs within
af f ordabl e spendi ng | evel s;
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(b) A capital program consisting of proposed capital projects for
the next biennium and the two biennia succeeding the next biennium
consistent wth the long-range facilities plan. I nsonuch as is
practical, and recognizing energent needs, the capital program shal
reflect the priorities, projects, and spending |levels proposed in
previously submtted capital budget docunents in order to provide a
reliable long-range planning tool for the legislature and state
agenci es;

(c) A capital plan consisting of proposed capital spending for at
| east four biennia succeeding the next biennium

(d) A strategic plan for reducing backlogs of naintenance and
repair projects. The plan shall include a prioritized Iist of specific
facility deficiencies and capital projects to address the deficiencies
for each agency, cost estimates for each project, a schedule for
conpleting projects over a reasonable period of tinme, and
identification of normal nmaintenance activities to reduce future
backl ogs;

(e) A statenent of the reason or purpose for a project;

(f) Verification that a project is consistent with the provisions
set forth in chapter 36. 70A RCW

(g) A statement about the proposed site, size, and estimated life
of the project, if applicable;

(h) Estimated total project cost;

(1) For major projects valued over five mllion dollars, estinated
costs for the follow ng project conponents: Acqui sition, consultant
servi ces, construction, equi pnent, project nmanagenent, and other costs
included as part of the project. Proj ect conponent costs shall be
displayed in a standard format defined by the office of financial
managenent to all ow conpari sons between projects;

(j) Estimated total project cost for each phase of the project as
defined by the office of financial managenent;

(k) Estimated ensuing biennium costs;

(1) Estimated costs beyond the ensui ng biennium

(m Estimated construction start and conpl eti on dates;

(n) Source and type of funds proposed;

(o) Estimated ongoi ng operating budget costs or savings resulting
fromthe project, including staffing and nmai ntenance costs;
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(p) For any capital appropriation requested for a state agency for
the acquisition of land or the capital inprovenent of land in which the
primary purpose of the acquisition or inprovenment is recreation or
wildlife habitat conservation, the capital budget docunent, or an
ommi bus list of recreation and habitat acquisitions provided wth the

governor's budget docunent, shall identify the projected costs of
operation and mai ntenance for at |east the two biennia succeeding the
next bi ennium Omibus |ists of habitat and recreation |and
acquisitions shall include individual project cost estimates for
operation and maintenance as well as a total for all state projects
included in the list. The docunent shall identify the source of funds

from which the operation and maintenance costs are proposed to be
f unded;

(gq) Such other information bearing upon capital projects as the
governor deens to be useful

(r) Standard terns, including a standard and uni form definition of
normmal mai ntenance, for all capital projects;

(s) Such other information as the |egislature may direct by | aw or
concurrent resolution.

For purposes of this subsection ((3)})) (5), the term "capital
project” shall be defined subsequent to the analysis, findings, and
recomendations of a joint commttee conprised of representatives from
the house capital appropriations conmttee, senate ways and neans
committee, legislative transportation commttee, |egislative evaluation
and accountability program commttee, and office of financia
managenent .

((64))) (B6) No change affecting the conparability of agency or
program information relating to expenditures, revenues, workload,
performance and personnel shall be made in the format of any budget
docunment or report presented to the |egislature under this section or
RCW 43.88.160(1) relative to the format of the budget docunent or
report which was presented to the previous regular session of the
| egislature during an odd-nunbered year wthout prior |legislative
concurrence. Prior |egislative concurrence shall consist of (a) a
favorable majority vote on the proposal by the standing commttees on
ways and neans of both houses if the legislature is in session or (b)
a favorable majority vote on the proposal by nenbers of the |egislative
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eval uation and accountability programconmttee if the legislature is
not in session.

NEW SECTION. Sec. 4. |If specific funding for the purposes of this
act, referencing this act by bill or chapter nunber, is not provided by
June 30, 2004, in the ommi bus appropriations act, this act is null and
voi d.

~-- END ---
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